On the other hand, when examining international financial reporting standards, although fair value also is suggested in the conceptual framework and related standards, measurement is being used instead of the valuation. From this point of view, specific to business combinations, in determining the fair value of the acquired business, valuation is required beyond the measurement of non-monetary items as well as monetary ones in the financial statements.
International Valuation Standards are predicated on valuation which is updated with improvements made on a large scale on 19 July 2011 and in July 2013 after making minor corrections in the standards to be effective from January 2014. Even if these standards are not adopted by the International Accounting Standards Board (IASB), they are taken as a reference when the valuation is made for financial reporting within the scope of IFRS.
There are uncertainties on, how to determine the value of the acquiree in a business combination and how to measure the value reported under IFRS as well as the place of IVS in this measurement and valuation. In this context, in this study it emphasized the necessity of carrying out valuation activities according to International Valuation Standards, which would be needed in preparation of their financial statements within the framework of the values stated in IFRS. This study aims to determine the fair value of the acquiree in the most suitable way in practice by showing the effects created by the differences in the case of business combination application.
It is stated in IFRS 3 that all business combinations are accounted for using the purchase method. In addition, considering the measurement of identifiable assets and liabilities, there is also need to determine the fair value.
During the acquisition of a business, considering the non-existence of the company substitutes for each other in market conditions, it is necessary to determine the fair value of the acquiree from the acquirer's point of view, rather than the market value. For example, the market value is determined by market participants who can be easily substituted in each of the same brand and model of vehicles in the second-hand car market, the market value can be equal to the fair value. However, when business is concerned, parameters such as the position in the industry, brand awareness, intellectual capital, and geography are all considered, therefore fair value cannot be expected to be equal to market value which simply consists of market participants.
Hence, it raises the need to identify the individual special value of identifiable assets and liabilities acquired in the business combination for each potential acquirer. Thus, the value attributed to the acquired company's approach to the acquirer beyond the market value may be a more accurate assessment of the true determination of fair value.
Overview of Basic Concepts Value and Valuation
Value is an economic concept for purchasing goods or services which represents price that is created between buyer and vendors (Vol: VIII, No: 45, 2006) . The value of an asset depends on many factors and opens to change over time in accordance with the economic environment, the potential area of utilization and position, timing of the performed appraisal, replacement value, shareholding structure, liquidity of asset, market and physical condition (Miller, 1995) .
Valuation is required producing reliable results of operations and performed a detailed analysis based on prior data (Berk, 2010) . It is necessary to determine a date for the valuation. Sometimes, the entity's fiscal year end is stated in the valuation contracts as a simplistical Valuation Date (Laro & Pratt, 2005) .
The concept of value and distribution always maintained its importance from past to present. Determining the value will also maintain its importance in the future as well with the awareness of investors and with increasingly more sensitive methods (Berk, 2010) .
Value Approach and Process
The valuation approaches are generally divided into four categories. These are indicated as follows (Damodaran, 1996) :
Asset-based approach, Market-based approach, Cash flow-based approach, Residual income based approach.
On the other hand, the valuation process usually consists of following five steps (Pinto, Henry, Robinson, & Stowe, 2010) :
Understanding operations of the business, Estimating the performance of company, Selecting the appropriate valuation method, Converting the assumptions to a valuation, Applying the valuation results.
Comparison of International Valuation Standards and International Financial Reporting Standards in Terms of Valuation Approaches to Valuation Basis in IVS
In this section, the three main approaches in IVS to determine the value of an asset: market, income, and cost based approaches are briefly explained.
Market Approach
Market value is defined in the standards:
The estimated amount for which an asset or liability should exchange on the valuation date between a willing buyer and a willing seller in an arm's length transaction, after proper marketing and where the parties had each acted knowledgeably, prudently and without compulsion. (Vol: VIII, No. 45, 2006) The market-based valuation approach provides an indication of value by comparing the subject asset with identical or similar assets accessible price information (IVS, Framework, 2013) .
Income Approach
Income approach is defined in IVS that converted the future cash flows to a single current capital value (IVS, Definitions, 2013) . Income approach method is included that capitalization of income where an all risks or overall capitalization rate is applied to a representative single period income, discounted cash flow where a discount rate is applied to serials of cash flows for future periods to discount them to a present value and various option pricing models (IVS, Framework, 2013) .
Income approach considers free cash flow generated potential profitability or potentially created free cash flows in the future and tries to determine the amount, to predict and discount the net free cash flows to the net present value (Abrams, 2010) .
Cost Approach
The cost approach provides an indication of value using the economic principles that a buyer will pay no more for an asset than the cost to obtain an asset of equal utility, whether by purchase or by construction. This approach is based on the principle that the price that a buyer in the market would pay for the asset being valued would, unless undue time, inconvenience, risk or other factors are involved, be not more than the cost to purchase or construct an equivalent asset (IVS, Framework, 2013) .
Some provisions are deducted using a variety of depreciation methods for estimating an asset's price which is approximately market value. Cost approach can provide a direct indicator of market value depending on the scope of existing data for calculations (Vol: VIII, No: 45, 2006 ).
Approaches to Valuation Basis in IFRS
Items recognized the historical value in the financial statements have the purchasing power of money in different dates. Therefore, an asset acquired in previous periods or paid capital for many years ago, shows the value lower than it should be in balance sheet (Gökçen, 2004) .
The valuation bases of financial statement elements, which are historical cost, current cost, realizable value, and present value, are classified in four major topics in the framework of International Financial Reporting Standards (IFRS, Conceptual Framework for Financial Reporting).
Furthermore, frequently emphasizing the concept of fair value in standards, is expressed assets and liabilities to be measured realistically, causes the best way to fulfil users' information needs. In this context, regarding the valuation of the financial statements elements in standards, there are five major valuation approaches. These are shown in the below list (Akbulut, 2008) :
Historical cost, Current value, Realizable value, Present value, Fair value.
Historical Cost Approach
Generally financial statements are prepared within the frame of an accounting model primarily based on the concept of recoverable historical cost and the maintenance of nominal invested capital (IFRS, Conceptual Framework for Financial Reporting). Historical cost is defined in conceptual framework as in the following statement: "Assets are measured by the amount of cash or cash equivalents paid or the fair value of the exchanged assets" (IFRS, Conceptual Framework for Financial Reporting).
Current Value Approach
The basic premise of this approach is the current purchase price. Although assets and liabilities are aimed to show in the financial statements with their fair value at the balance sheet date, difficulties in determining the scope of the assets and liabilities and impossibility of determining the current cost of related assets and liabilities restrict applying it (Kahraman, 2006) . Current cost itself is usually defined using as a valuation method: choose replacement cost or recoverable amount, whichever is the lower (Whittington, 1994) .
Realizable Value Approach
Under normal operational conditions of the company, the asset's value is equal to cash and cash equivalents amount which will be recovered in the disposal of an asset (IFRS, Conceptual Framework for Financial Reporting). When the realizable value basis is compared to the current cost basis, current cost basis is based on the presumptive purchase as for that the realizable value basis is based on the presumptive selling approach (Tokay & Deran, 2008) .
Present Value Approach
The carrying amount of the affected assets exceeded the higher of the present value of their estimated future cash flows and fair value less costs to sell (Ankarath, Mehta, Ghosh, & Alkafaji, 2010) . Under normal operational conditions of the company, the assets are presented with their present values discounted of future cash flows. The liabilities, under normal operational conditions of the company, are represented by the discounted present value of net cash outflows to be paid in the future (IFRS, Conceptual Framework for Financial Reporting).
Fair Value Approach
In IFRS 3, it is stated that the acquirer shall identify the acquisition date, which is the date on which it obtains control of the acquiree and measure, separately from goodwill, the identifiable assets acquired, the liabilities assumed at their acquisition-date fair values. Fair value is defined and framework is determined for the measurement in IFRS 13 Fair Value Measurement (Demir & Bahadır, 2007) .
Valuation Methods in International Financial Reporting Systems (IFRS)
Fair value, Market value, Investment value, Special value, and Specific value are classified as measurement methods in the IFRS. Particularly, methods of investment value, special value, and specific value are different from those methods stated in IVS.
Fair Value
IVS based fair value is defined as possible price for transferring an asset or for discharging of debt between respective, identifiable, well informed and willing/aspirant sides. However, this definition is different from what is stated in IFRS. IVS considers "value" to be overlapping with and suitable to the market value. Fair value definition and its implementation based on IFRS are explained in detail under IVS 300 Valuation Standards for Financial Reporting (IVS Framework, 2013) .
IVS includes some reference points to IFRS 13, the same as IFRS does. IVS underlines point of differences in defining fair value. IVS signals a fair price attributed to both sides. Yet, IVS based market value is matching of IFRS based fair value. In terminological sense, this causes confusion for decision makers and information users regarding valuation applications for financial reporting.
Market Value
IVS based market value is defined in accordance with market conditions transferring an asset or discharging of debt, as value determined between knowledgeable, eager and prudent sides (acquiring and acquire company) as a result of bargaining that is far from any pressure (IVS Definitions).
Investment Value
Investment value is defined as an attributed value considered for owner or potential owner with an aim of individual investment and/or operational activities (stated in IVS Definitions).
This subjective concept associates an asset with an investor, group of investors, or an institution that have identifiable investment objectives and/or some objective criteria (Vol: VIII, No: 45, 46) . 
Special Value
Specific value with particular features refers an amount attributed only to special purchaser. This purchaser is eager to purchase an asset from a specific value for advantages that are generated from ownership, which is null and void for other purchasers in the market (IVS Framework).
Specific value emanates from taking an attention of a particular purchaser other than the other(s) in the market. Market value does not consider any dimension of a specific value. Since, specific value is not for an eager purchaser, it is an attributed value for a determined purchaser in a determined date of purchasing (IVS Framework).
Synergistic Value
Synergistic value is an additional factor resulting from combination of one or more assets or rights value in which those combined value is higher than their total respective values (IVS Framework). It is also defined as increase in value derived from combination of two or more rights of an asset (Vol: VIII, No: 45, 178) . 
Depreciation Based Replacement Cost of an Asset
Depreciation based replacement cost of an asset, is an application of cost method for appraising value of exclusive assets under conditions of inadequate evidence or supporting materials in the market (Vol: VIII, No: 45, 126). It implies an amount calculated after discounting all kind of impairments such as physical depreciation and being outmoded and renewing costs from cost of production of the same asset or change for a new one (Shapiro, Mackmin, & Sams, 2013) .
Research Method Aim of the Study
In this section, the importance of determining company's value in accordance with financial reporting in business combinations, is particularly emphasized. Main aim is to unravel the differences in determining the value of the firm in question based on IFRS and IVS.
According to IFRS No. 3 of Business Combination, it is ensured that identifiable assets and assumed identifiable liabilities are measured based on their fair values. This study's main concern is on a difference between IVS and IFRS 13 Fair Value Measurement in terms of fair value. Thus, there is a need to determine the fair value of acquired firm under conditions of business combinations.
Case Companies Combination
In the following part, it is shown that how acquiring business named ABC prepares financial tables in consequence of the combination with XYZ under the IVS framework.
Acquiring Company = ABC Acquired Company = XYZ Date of combination = 31.12.2014 ABC has decided on a combination with XYZ as of the date of 31.12.2014 which distributes products that are produced by ABC. Codified Financial Tables of XYZ are prepared subject to the conditions of IFRS in order to determine the fair value of assignee-XYZ. Main differences are identified by making comparisons between financial tables prepared upon combination and those tables based on IVS by determining fair value of XYZ's assets. In this sense, based on related differences it is discussed that fair value presentation principle stated in the framework of IFRS requires determining presentation of fair value in the light of IVS as of the date of balance sheet.
Determining Market Value of Acquired XYZ
Valuation report of XYZ has been prepared by authorized auditing company regarding such combination. Valuation report dated 15.02.2015, value of the XYZ company has been determined as 650,000 TRY. Referring to valuation report, 100% stocks of XYZ has been transferred to ABC with 650,000 TRY (purchasing price). Capital of acquired company is 500,000 TRY and nominal value of stocks is 500,000 TRY. However, stockholder's equity of XYZ is 191,020 TRY as the date of 31.12.2014.
Net book value and discounted cash flow methods are used in the report. Among these methods, valuation expert determined the market value of XYZ as 650,000 TRY, which is calculated by using discounted cash flow method.
Synergistic Value of Acquired Company XYZ
XYZ classified its building, which gained leasing revenue, as an investment property in financial statements and make valuation in by using cost model. Depreciated amount of building in question that was purchased at cost of 150,000 TRY, is 30,000 at the date of acquisition. Market value of fixed properties whose net booking value is 120,000 TRY has been determined as 500,000 TRY in the report. In accordance with IVS, market value of such properties is market value determined by a valuation expert under free market conditions. Such value is considered fair one in accordance with IFRS. On the other hand, IVS framework accepts fair value that is different from market value.
Property in question is run by a leaser as a local brand hotel. It is clear that this location could increase its value, because there is a possibility of future purchasing by an international hotel chain. Valuation expert is using performance indicators of similar hotels, retrospective performance indicators of the hotel and market indicators to determine the value. Possible purchasing company could run this business more effectively with synergy of running other hotels; as a result, it is more likely that higher cash flow could be generated. Thus, from this perspective, investment value would be different from market value. In addition, it is predicted that revenue would increase swiftly due to the increasing number of rooms and beds after acquisition of property which is carried out valuation and also four-star hotel would increase to five-star and biggest competitor may be removed as well. That's why special value to the business near the hotel is much more different than market value.
The effect of possible buyers of international hotel chain and a hotel near to it will impact on determination of the fair value of such property. Such determined value will be different from its market value.
Value of company XYZ that is the main distributor of ABC has been determined as 650,000 TRY by a valuation expert. This is just reflecting the market value considering XYZ's assets, liabilities, and free cash flows generated in the future.
ABC will save 50,000 TRY as a result of consolidated general administrative expenses of XYZ. For instance, due to ERP used by ABC, there is no need for accounting department in the company, any accounting software system supporting expenses and accounting staff expenses will be eliminated. Expenses from Certified Public Accountant (CPA) and tax consulting services will also decrease. It is assumed that using same distribution channels and decreasing inventory costs will cause 20,000 TRY decreases in marketing, purchasing, and distribution expenses.
ABC plans to run the business from that XYZ earns rent, as retail store due to its central location. Also, this retail store will create high profitability for ABC and 250,000 TRY incomes will be generated as a result of discounted leasing and store administrative expenses.
It envisages that residual expenses coming from production will decrease because of developed know-how by XYZ, thanks to the fact that this productivity will increase. This will yield revenue of 70,000 TRY. This know-how is also regarded as positive contribution for other market participants and also yields same revenue for them.
Investment value defined in the IVS will be determined by assuming ABC as a specific acquiring company and as of the date 31.12.2014 its value is 10,000,000 TRY. Investment value of such combined companies is calculated as follows: Savings from general administrative expenses 50,000
Savings from marketing, purchasing and distributing expenses 20,000
Profitability of operating retail store 250,000 Increase in productivity 70,000
Market value of ABC 10,000,000 Combined value of both companies for specific acquiring business 11,040,000
IVS Defined 390,000 Synergistic Value is calculated as follows: Savings from general administrative expenses 50,000
Increase in productivity 70,000
Synergistic value for acquiring company as market participant (b) 120,000 Savings from marketing, purchasing and distribution expenses 20,000
Profitability of operating retail store 250,000 Specific synergistic value (c) 270,000
Total synergistic value for acquiring company (b + c) 390,000 Fair value (from IVS) (a + b + c) 1,040,000
Market value (from IVS) (a + b) 770,000
Discussion and Conclusion
International Valuation Standards are predicated on valuation which is updated with improvements made on a large scale on 19 July 2011 and in July 2013 after making minor corrections in the standards to be effective from January 2014. Even if these standards are not adopted by the International Accounting Standards Board (IASB), they are taken as a reference when the valuation is made for financial reporting within the scope of International Financial Reporting Standards (IFRS).
The main reason of difference between IFRS and IVS based fair value of acquired business is that IFRS based fair value is considered market value in the IVS. In the IVS, instead of traditional market value, different approaches are used for determining more appropriate fair value.
In IFRS 13 Fair Value Measurement, aim of using such valuation method is defined as determining price in transaction that is carried out in the date of measurement for transferring an asset or liability under current market conditions between market participants. In IVS 300, it is stated that fair value requires an evaluated price whose advantages and disadvantages are separately analyzed as operating results among pre-determined sides. It is applied under fair conditions. In contrast, what kind of advantages provided for market participants is mostly ignored. Fair value is more comprehensive concept in comparing with market value, because it includes mostly unnoticed factors (IVS Framework, 2013) .
In general sense, market value of acquired business in question is determined by an expert with a report. However, in this study, in addition to market value, investment value, special value, and synergistic value are explained under IVS Framework, and determining fair value in consistent such a framework is also discussed.
The purchase decision and the purchase price are assumed to be based on the fair value which is determined in the appraisal report. Thus, indeed IFRS based fair value is identified as equivalent to market value in accordance with IVS.
Business combination is defined as coming two firms together to form a separate reporting department. Under IFRS No. 3, business combinations are recognized upon the method of purchasing (It is stated in IFRS 3 that all business combinations are accounted for using the purchase method).
At the same time, in IFRS 3 it is stated that purchasing price is accounted for determining not only fair values of identifiable assets, liabilities, unconditional liabilities but also fair values of intangible fixed assets that are not included in the financial tables of acquired business before, in the date of acquisition.
Effects of different valuation approaches towards recognizing and reporting such combination are also shown in consolidated statement of financial position.
The acquisition costs are incurred and the business acquired by the acquirer, acquired identifiable assets, liabilities and conditional liabilities exceeding fair value is accounted for goodwill on the acquisition date in the non-current assets.
It is found that if acquired assets and liabilities are recognized in accordance with IFRS, goodwill comes out during the acquisition. Though, when fair value is determined based on IVS, goodwill is not found, even profitable business combination is realized. This is the result of considered fair value based on IVS Framework, that is the combination of market value of an asset in question and total synergistic value.
In Turkey, company valuation reports are issued by audit firms which are authorized by the capital markets board. Audit firms are deemed to be authorized on the basis that they have the qualifications set out in the communiqué published by the capital markets board and that they have established a corporate finance department in their respective bodies in accordance with the requirements of the relevant communiqué. Authorization will be appropriately given after audit firms which depend on the conditions of existence of the recruitment of the competent valuation expert or experts and other necessary technical information and document infrastructure.
In the business combination, it is possible to study to determine the fair value of the acquired business more realistically. In this context, studies carried out by considering the synergistic value in the determination of fair value could guide the future studies.
